





Notes to Basic Financial Statements Fiscal Year Ended June 30, 2007

The statement of activities demonstrates the degree to which the direct expenses of a particular function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include the following:

e Charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment.

e Grants and contributions that are restricted to meeting the operational requirements of a particular
function or segment.

e Grants and contributions that are restricted to meeting the capital requirements of a particular function or
segment.

Taxes and other items not identifiable as program revenues are reported as general revenues.

For the most part, the effect of interfund activity has been removed from the government-wide financial
statements. Exceptions are charges between the general fund and water and sewer enterprise fund. Elimination
of these charges would distort the direct costs and program revenues reported for the functions affected.

Fund Financial Statements

Governmental fund financial statements are reported using the flow of current financial resources measurement
focus and the modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues
are recognized when susceptible to accrual (i.e., measurable and available). Measurable means the amount of
the transaction can be determined and available means collectible within the current period or soon enough
thereafter to pay liabilities of the current period. Expenditures are recorded when the related fund liability is
incurred, except for unmatured interest on general long-term debt which is recognized when due, and certain
compensated absences, claims and judgments which are recognized when the obligations are expected to be
liquidated with current expendable available resources.

The Town considers property tax revenues available if they are collected within 60 days after fiscal year-end.
Investment income is susceptible to accrual. Other receipts and tax revenues become measurable and available
when the cash is received and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the susceptible to accrual criteria
is met. Expenditure driven grants recognize revenue when the qualifying expenditures are incurred and all other
grant requirements are met.

The following major governmental funds are reported:

The general fund is the primary operating fund. It is used to account for all financial resources, except those that
are required to be accounted for in another fund.

The capital borrowing fund is a capital project fund used to account for the Town’s annual capital appropriations
that are budgeted to be financed through long-term borrowing.
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Notes to Basic Financial Statements Fiscal Year Ended June 30, 2007

The nonmajor governmental funds consist of special revenue, other capital projects, and permanent funds that
are aggregated and presented in the nonmajor governmental funds column on the governmental funds financial
statements. The following describes the general use of these fund types:

The special revenue fund is used to account for the proceeds of specific revenue sources (other than permanent
funds or capital projects funds) that are restricted by law or administrative action to expenditures for specified
purposes.

The capital projects fund is used to account for financial resources to be used for the acquisition or construction of
major capital facilities (other than those financed by enterprise and trust funds).

The permanent fund is used to account for financial resources that are legally restricted to the extent that only
earnings, not principal, may be used for purposes that support the governmental programs.

Proprietary fund financial statements are reported using the flow of economic resources measurement focus and
use the accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are
recorded when the liabilities are incurred.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with the
proprietary funds principal ongoing operations. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

The following major proprietary funds are reported:

The water and sewer enterprise fund is used to account for the water and sewer activities.

The youth services enterprise fund is used to account for the youth services activities.

The council on aging enterprise fund is used to account for only the council on aging van activities.

The veterans’ rink enterprise fund is used to account for the veterans’ rink activities.

The recreation enterprise fund is used to account for the recreation activities.

Fiduciary fund financial statements are reported using the flow of economic resources measurement focus and
use the accrual basis of accounting. Fiduciary funds are used to account for assets held in a trustee capacity for
others that cannot be used to support the governmental programs.

The following fiduciary fund types are reported:

The pension trust fund is used to account for the activities of the System, which accumulates resources to provide
pension benefits to eligible retirees and their beneficiaries.

The private-purpose trust fund is used to account for trust arrangements, other than those properly reported in the
pension trust fund or permanent fund, under which principal and investment income exclusively benefit

individuals, private organizations, or other governments.

The agency fund is used to account for assets held in a purely custodial capacity.
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Government-Wide and Fund Financial Statements
For enterprise funds, all applicable Financial Accounting Standards Board (FASB) pronouncements issued on or
prior to November 30, 1989, are applied, unless those pronouncements conflict with or contradict GASB

pronouncements.

D. Cash and Investments

Government-Wide and Fund Financial Statements

Cash and cash equivalents are considered to be cash on hand, demand deposits and short-term investments with
an original maturity of three months or less from the date of acquisition.

Investments are carried at fair value.

E. Accounts Receivable

Government-Wide and Fund Financial Statements

The recognition of revenue related to accounts receivable reported in the government-wide financial statements
and the proprietary funds and fiduciary funds financial statements are reported under the accrual basis of
accounting. The recognition of revenue related to accounts receivable reported in the governmental funds
financial statements are reported under the modified accrual basis of accounting.

Real Estate, Personal Property Taxes, Tax deferrals and Tax Liens

Property taxes are levied and based on values assessed on January 1% of every year. Assessed values are
established by the Board of Assessor’s for 100% of the estimated fair market value. Taxes are due on August 1%,
November 1%, February 1* and May 1* and are subject to penalties and interest if they are not paid by the

respective due date. Property taxes levied are recorded as receivables in the fiscal year of the levy.

Tax liens are processed during the fourth quarter of every fiscal year on delinquent properties and are recorded
as receivables in the fiscal year they are processed.

Real estate receivables are secured via the tax lien process and are considered 100% collectible. Accordingly,
an allowance for uncollectibles is not reported.

Personal property taxes cannot be secured through the lien process. The allowance of uncollectibles is estimated
based on historical trends and specific account analysis.

Motor Vehicle Excise Taxes

Motor vehicle excise taxes are assessed annually for each vehicle registered in the Town and are recorded as
receivables in the fiscal year of the levy. The Commonwealth is responsible for reporting the number of vehicles
registered and the fair values of those vehicles to the Town. The tax calculation is the fair value of the vehicle

multiplied by $25 per $1,000 of value.

The allowance of uncollectibles is estimated based on historical trends and specific account analysis.
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User Fees

Water and sewer user fees are levied semi-annually based on individual meter readings and are subject to
penalties and interest if they are not paid by the respective due date. Water and sewer liens are processed in
June of every year and are included as a lien on the property owner’s tax bill in the following fiscal year. Water
and sewer user fees are recorded as receivables in the fiscal year of the levy. Unbilled user fees are estimated at
year-end and are recorded as revenue in the current period.

Water and sewer user fees are secured via the tax lien process and are considered 100% collectible.
Accordingly, an allowance for uncollectibles is not reported.

Departmental and Other

Departmental and other receivables consist primarily of reimbursements for veteran’s services, and fire alarm
renewal fees and are recorded as receivables in the fiscal year accrued.

The allowance for uncollectibles is estimated based on historical trends and specific account analysis.
Intergovernmental

Various federal and state grants for operating and capital purposes are applied for and received annually. For
non-expenditure driven grants, revenue is recognized as soon as all eligibility requirements imposed by the
provider have been met. For expenditure driven grants, revenue is recognized when the qualifying expenditures
are incurred and all other grant requirements are met.

These receivables are considered 100% collectible and therefore do not report an allowance for uncollectibles.

Loans

The Department of Planning and Community Development administers loan programs that provide housing
assistance to residents. Upon issuance, a receivable is recorded for the principal amount of the loan.

The allowance for uncollectibles is estimated based on historical trends and specific account analysis.
E. Inventories
Government-Wide and Fund Financial Statements

Inventories are recorded as expenditures at the time of purchase. Such inventories are not material in total to the
government-wide and fund financial statements, and therefore are not reported.

G. Capital Assets

Government-Wide and Proprietary Fund Financial Statements

Capital assets, which include land, land improvements, buildings, machinery and equipment, and infrastructure
(e.g., roads, water mains, sewer mains, and similar items), are reported in the applicable governmental or
business-type activity column of the government-wide financial statements. Capital assets are recorded at
historical cost or at estimated historical cost if actual historical cost is not available. Donated capital assets are
recorded at the estimated fair market value at the date of donation. Construction period interest is capitalized on
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constructed capital assets except for the capital assets of the governmental activities column in the government-
wide financial statements.

All purchases and construction costs in excess of $10,000 are capitalized at the date of acquisition or
construction, respectively, with expected useful lives of greater than one year.

Capital assets (excluding land) are depreciated on a straight-line basis. The estimated useful lives of capital
assets are as follows:

Estimated
Useful
Life
Capital Asset Type (in years)
Land improvements....................... 20-50
Buildings.........ccoove i 50
Vehicles.......oooooiiiiii 5-10
Machinery and equipment............... 10
Infrastructure............oooeee v, 45-60
Sewer and water lines.................... 60

The cost of normal maintenance and repairs that do not add to the value of the assets or materially extend asset
lives are not capitalized and are treated as expenses when incurred. Improvements are capitalized.

Governmental Fund Financial Statements
Capital asset costs are recorded as expenditures in the acquiring fund in the fiscal year of the purchase.

H. Interfund Receivables and Payables

During the course of its operations, transactions occur between and within individual funds that may result in
amounts owed between funds.

Government-Wide Financial Statements

Any residual balances outstanding between the governmental activities and business-type activities are reported
in the statement of net assets as “internal balances”.

Fund Financial Statements
Transactions of a buyer/seller nature between and within funds are not eliminated from the individual fund
statements. Receivables and payables resulting from these transactions are classified as “Due from other funds”

or “Due to other funds” on the balance sheet.

I. Interfund Transfers

During the course of its operations, resources are permanently reallocated between and within funds. These
transactions are reported as transfers in and transfers out.
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Government-Wide Financial Statements

Transfers between and within governmental funds and fiduciary funds are eliminated from the governmental
activities in the statement of activities. Any residual balances outstanding between the governmental activities
and business-type activities are reported in the statement of activities as “Transfers, net”.

Fund Financial Statements

Transfers between and within funds are not eliminated from the individual fund statements and are reported as
transfers in and transfers out.

J. Deferred Revenue

Deferred revenue at the governmental fund financial statement level represents billed receivables that do not
meet the available criterion in accordance with the current financial resources measurement focus and the
modified accrual basis of accounting. Deferred revenue is recognized as revenue in the conversion to the
government-wide (full accrual) financial statements.

K. Net Assets and Fund Equity

Government-Wide Financial Statements (Net Assets)

Net assets are reported as restricted when amounts that are not available for appropriation or are legally
restricted by outside parties for a specific future use.

Net assets have been “restricted for” the following:
“Loans” represents community development outstanding loans receivable balances.

“Permanent funds - expendable” represents the expendable resources generated by amounts held in trust which
stipulate that only earnings may be used for purposes that support governmental programs.

“Permanent funds - nonexpendable” represents the permanently restricted portion of amounts held in trust which
stipulate that only earnings may be used for purposes that support governmental programs.

“Gifts and grants” represents restrictions placed on assets from outside parties.

Fund Financial Statements (Fund Balances)

Fund balances are reserved for amounts that are not available for appropriation or are legally restricted by outside
parties for a specific future use. Designations of fund balance represent tentative management plans that are
subject to change.

Fund balances have been “reserved for” the following:

“Encumbrances and continuing appropriations” represents amounts obligated under purchase orders, contracts
and other commitments for expenditures that are being carried over to the ensuing fiscal year.

“Perpetual permanent funds” represents amounts held in trust for which only investment earnings may be
expended.
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Fund balances have been “designated for” the following:
“Municipal insurance” represents the amounts the Town has designated for employee healthcare self-insurance.
“Subsequent year’'s expenditures” represents amounts appropriated for the fiscal year 2008 operating budget.

L. Long-term debt

Government-Wide and Proprietary Fund Financial Statements

Long-term debt is reported as liabilities in the government-wide and proprietary fund statement of net assets.
Material bond premiums and discounts are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount.

Governmental Fund Financial Statements

The face amount of governmental funds long-term debt is reported as other financing sources. Bond premiums
and discounts, as well as issuance costs, are recognized in the current period. Bond premiums are reported as
other financing sources and bond discounts are reported as other financing uses. Issuance costs, whether or not

withheld from the actual bond proceeds received, are reported as general government expenditures.

M. Investment Income

Excluding the permanent funds, investment income derived from major and nonmajor governmental funds is
legally assigned to the general fund unless otherwise directed by Massachusetts General Law (MGL).
Investment income from the enterprise funds (except the water and sewer enterprise fund) is voluntarily assigned
and transferred to the general fund.

N. Compensated Absences

Employees are granted vacation and sick leave in varying amounts based on collective bargaining agreements,
state laws and executive policies.

Government-Wide and Proprietary Fund Financial Statements
Vested or accumulated vacation and sick leave are reported as liabilities and expensed as incurred.
Governmental Fund Financial Statements

Vested or accumulated vacation and sick leave, which will be liquidated with expendable available financial
resources, are reported as expenditures and fund liabilities.

O. Post Retirement Benefits

Government-Wide and Fund Financial Statements

In addition to providing pension benefits, health insurance coverage is provided for retired employees and their
survivors in accordance with MGL, Chapter 32, on a pay-as-you-go basis. The cost of providing health insurance
is recognized by recording the employer’s 75-85% share or the surviving spouse’s share of 50% of insurance
premiums in the general fund in the fiscal year paid. For the fiscal year ended June 30, 2007, this
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expense/expenditure totaled approximately $4,614,000. There were approximately 1200 participants eligible to
receive benefits at June 30, 2007.

P. Fund Deficits
Several individual fund deficits exist at June 30, 2007, within the special revenue funds classified as non-major
governmental funds and within the capital borrowing funds classified as a major governmental fund. These

deficits will be funded through available funds and grants during fiscal year 2008.

Q. Use of Estimates

Government-Wide and Fund Financial Statements

The preparation of basic financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure for contingent assets
and liabilities at the date of the basic financial statements and the reported amounts of the revenues and
expenditures/expenses during the fiscal year. Actual results could vary from estimates that were used.

R. Total Column

Government-Wide Financial Statements

The total column presented on the government-wide financial statements represents consolidated financial
information.

Fund Financial Statements

The total column on the fund financial statements is presented only to facilitate financial analysis. Data in this
column is not the equivalent of consolidated financial information.

NOTE 2 — CASH AND INVESTMENTS

A cash and investment pool is maintained that is available for use by all funds. Each fund type's portion of this
pool is displayed on the balance sheet as "Cash and Cash Equivalents". The deposits and investments of the
trust funds are held separately from those of other funds.

Statutes authorize the investment in obligations of the U.S. Treasury, agencies, and instrumentalities, certificates
of deposit, repurchase agreements, money market accounts, bank deposits and the State Treasurer's Investment
Pool (the Pool). The Treasurer may also invest trust funds in securities, other than mortgages or collateral loans,
which are legal for the investment of funds of savings banks under the laws of the Commonwealth.

The Pool meets the criteria of an external investment pool. The Pool is administered by the Massachusetts
Municipal Depository Trust (MMDT), which was established by the Treasurer of the Commonwealth who serves
as Trustee. The fair value of the position in the Pool is the same as the value of the Pool shares.

Custodial Credit Risk — Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Town of Arlington’s deposits may not
be returned to it. The Town'’s investment policy requires all depository accounts exceeding a balance of five
hundred thousand dollars to be collateralized, or protected in some other manner. At fiscal year-end, the carrying
amount of deposits totaled $2,096,972 and the bank balance totaled $5,225,663. Of the bank balance, $342,443
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was covered by Federal Depository Insurance, and $4,883,220 was exposed to custodial credit risk because it

was uninsured and uncollateralized.

At December 31, 2006, carrying amount of deposits for the Pension System totaled $403,379 and the bank
balance totaled $639,907. Of the bank balance, $639,907 was covered by the Federal Depository Insurance and
none of the funds were exposed to custodial credit risk.

Investments

As of June 30, 2007, the Town of Arlington had the following investments:

Investment Type

Debt Securities:

Bond Mutual Fund*.............c.cco...
Repurchase Agreements............

Total Debt Securities.........c...........

Other Investments:

Maturity
Fair Value Under 1 Year 1-5 Years 6-10 Years
$ 8,953,900 $ - $ - $ 8,953,900
18,935,082 18,935,082 - -
27,888,982 $ 18,935,082 $ - $ 8,953,900
262,478
13,526,265
23,557,055
$ 65,234,780

*At June 30, 2007, the Bond Mutual Fund had an average effective maturity of 8.31 years.

As of December 31, 2006, the Pension System had the following investments:

Investment Type

Debt Securities:

U.S. Government Securities...............c......
Corporate Bonds.............cooeveiieiiiiniinennenn,
Government Sponsored Enterprises............

Total Debt SECUILIES.......cvvverreercece e,

Other Investments:

EQUIty SECUNEIES....c.ceiiiiiieieee s
Equity Mutual FUNdS......ccccovvveeieneninniieienens
Money Market Mutual Funds......................

Total INVESIMENES......ccvvviieeiciece e,

Town of Arlington, Massachusetts

Maturity
Fair Value Under 1 Year 1-5 Years 6-10 Years Over 10 Years
$ 2,951,359 $ $ 843,375 $ 844,467 $ 1,263,517
15,818,162 49,224 5,928,914 5,370,088 4,469,936
12,345,603 482 489,557 225,246 11,630,318
31,115,124 $ 49,706 $ 7,261,846 $ 6,439,801 $ 17,363,771
13,677,294
95,972,261
746,502
_$ 141511181
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Custodial Credit Risk — Investments

For an investment, this is the risk that, in the event of a failure by the counterparty, the Town will not be able to
recover the value of its investments or collateral security that are in the possession of an outside party. The
Town’s investments of $13,526,265 in equity mutual funds are subject to custodial credit risk exposure because
the related securities are uninsured, unregistered and held by the counterparty. The $18,935,082 repurchase
agreement is invested in Collateralized Ginny Mae Government backed securities. The Town’s remaining
investments are not subject to custodial credit risk because their existence is not evidenced by securities that
exist in physical or book-entry form. The Town does not have an investment policy for custodial credit risk.

Of the Pension System’s investments of $31,115,124 in debt securities and $13,677,294 in equity securities, the
System has custodial credit risk exposure of $44,792,418 because the related securities are uninsured,
unregistered and held by the counterparty. The System does not have an investment policy for custodial credit
risk.

Interest Rate Risk

To manage its exposure to fair value losses arising from increasing interest rates, the Town’s investment policy
limits the investment of short-term funds to maturities of nine months or less and any short-term investment with a
term greater than three months is limited to one million dollars.

Longer-term funds such as perpetual trust or stabilization funds are not restricted by this policy.

Credit Risk
The Town has not adopted a formal policy related to Credit Risk. All of the Town’s investments at June 30, 2007
are unrated.

The Pension System has selected a group of investment managers to implement its planning decisions. Sector
and security selection, portfolio quality and timing of purchases and sales are delegated to the investment
managers. Fixed income instruments are restricted to a minimum of BAA quality. The System’s U.S. Agency
Securities and corporate bonds were rated by Moody’s Investment Services (Moody’s) and/or an equivalent
national rating organization and the ratings are presented below using the Moody’s rating scale.

Rated Debt Investments Fair Ratings

Value AAA AA A BBB Unrated
Governmental Sponsored Agencies........ $ 12,345,603 $ 12,345,603 $ - $ - $ - $ -
Corporate Bonds...........c.ovevevieiininnnans 15,818,162 2,393,225 1,118,625 7,860,593 4,345,166 100,553
Total. o $ 28,163,765 $ 14,738,828 $ 1,118,625 $ 7,860,593 $ 4,345,166 $ 100,553

Concentration of Credit Risk
The Town places no limit on the amount the government may invest in any one issuer. The Town did not have
more than 5 percent of its investments in any one issuer at June 30, 2007.

The following table indicates the current policy mix of the system. The policy allocation is allowed to vary within a
5% range as indicated in the table. Within these restrictions, the system places no limit on the amount that may
be invested in any one issuer.
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Range
Asset Class Current Policy Minimum Maximum
U.S. Stocks.....ccovvvveininnnnn, 50% 45% 55%
International Stocks............ 15% 10% 20%
U.S.Bonds.........cocevvneennn . 30% 25% 35%
Alternative Investments....... 5% 0% 10%
Cash and Equivalents......... 0% 0% 5%

The system did not have more than 5 percent of its investments in any one issuer at December 31, 2006.

NOTE 3 — RECEIVABLES

At June 30, 2007, receivables for the individual major and non-major governmental funds in the aggregate,
including the applicable allowances for uncollectible accounts, are as follows:

Allowance
Gross for Net
Amount Uncollectibles Amount
Receivables:
Real estate and personal property taxes....... $ 9,000 $ - $ 9,000
Real estate tax deferrals..............ccooevviinnt 390,473 - 390,473
TaX NS ... 339,191 - 339,191
Motor vehicle excise taxes..........cceeveevven.nn. 728,603 (501,107) 227,496
Departmental and other.................ccoooien. 433,158 - 433,158
Intergovernmental..................oii i 28,088,414 - 28,088,414
[0 T= 1 0 £ 1,224,443 - 1,224,443
TOtal et $ 31,213,282 $ (501,107) $ 30,712,175
At June 30, 2007, receivables for the proprietary funds consist of the following:
Allowance
Gross for Net
Amount Uncollectibles Amount
Water and sewer fees............occeeevveiennnnn $ 3,881,576 $ - $ 3,881,576
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Governmental funds report deferred revenue in connection with receivables and other assets for revenues that
are not considered to be available to liquidate liabilities of the current period. At the end of the current fiscal year,
the various components of deferred revenue reported in the governmental funds were as follows:

Receivable and other asset type:
Real estate and personal property taxes......
Real estate tax deferrals..........................
TaxXx leNS....covviiii e
Motor vehicle excise taxes.............ccc.eeeueen.
Departmental and other...........................
State school construction funds.................
Tax foreclosures.........ccooviviiiiiiiiiiinn e,
Community development entitlements.........
State highway funds (Chapter 90)..............

Town of Arlington, Massachusetts

Other
General Governmental
Fund Funds Total

$ 9,000 $ - $ 9,000

390,473 - 390,473

339,191 - 339,191

227,496 - 227,496

108,738 - 108,738

24,716,070 - 24,716,070

396,784 - 396,784

- 1,544,454 1,544,454

- 2,163,568 2,163,568

- 1,224,443 1,224,443

$ 26,187,752 $ 4,932,465 $ 31,120,217
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NOTE 4 — CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2007, was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital assets not being depreciated:
LAN...eiiiiiii e $ 10,525,593 $ - $ - $ 10,525,593
CONStruction iN ProgreSS........vveeeevvieeeenieineien e 10,980,134 1,187,777 (780,402) 11,387,509
Total capital assets not being depreciated............ 21,505,727 1,187,777 (780,402) 21,913,102
Capital assets being depreciated:
BUIIIINGS... .ot s 105,382,029 173,875 - 105,555,904
IMPIOVEMENTS ... vvve it e e, 3,342,349 1,115,109 (201,781) 4,255,677
Vehicles and equipment............ccoceriiiienieiiienn, 7,673,931 684,825 (181,675) 8,177,081
INfraStrUCIUNE ... v e 50,965,505 482,829 - 51,448,334
Total capital assets being depreciated................. 167,363,814 2,456,638 (383,456) 169,436,996
Less accumulated depreciation for:
BUIIAINGS. ..o e e e (32,159,707) (2,000,832) - (34,160,539)
IMPIrOVEMENTS......vee e (904,851) (181,844) 93,781 (992,914)
Vehicles and equipment...........c.coovvveiereiiieen s (4,912,744) (513,962) 117,080 (5,309,626)
INFrASEIUCIUNE ... (32,704,557) (1,361,399) - (34,065,956)
Total accumulated depreciation..............coceeeenn, (70,681,859) (4,058,037) 210,861 (74,529,035)
Total capital assets being depreciated, net.................... 96,681,955 (1,601,399) (172,595) 94,907,961
Total governmental activities capital assets, net.............. $ 118,187,682 $ (413622) $ (952,997) $ 116,821,063
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Beginning Ending
Balance Increases Decreases Balance
Business-type activities:
Capital assets not being depreciated:
Land. ... oo $ 2,954 $ - $ - $ 2,954
Capital assets being depreciated:
BUIIAINGS. ... e 730,566 - - 730,566
IMPrOVEMENTS. . ... e 65,420 - - 65,420
Vehicles and equipment.............cccooeiiiieeiannn. 833,466 83,352 (15,400) 901,418
INFrastruUCtUre. ..o, 11,523,579 787,711 - 12,311,290
Total capital assets being depreciated.......... 13,153,031 871,063 (15,400) 14,008,694
Less accumulated depreciation for:
BUIIAINGS. .. e (111,705) (14,912) - (126,617)
IMPrOVEMENES. .. vui e et (13,034) (3,271) - (16,305)
Vehicles and equipment.............cccooeiiiieniennn. (693,976) (38,562) 15,400 (717,138)
Infrastructure..........co.ooeiiiiiic (2,897,686) (199,247) - (3,096,933)
Total accumulated depreciation................... (3,716,401) (255,992) 15,400 (3,956,993)
Total capital assets being depreciated, net............... 9,436,630 615,071 - 10,051,701
Total business-type activities capital assets, net....... $ 9,439,584 $ 615,071 $ - $ 10,054,655

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

General gOVEINMENT. .. .....iieii et e $ 185,227
Public safety... ..o 263,049
EdUCAtiON. ... et e e 1,777,275
PUDIIC WOIKS. ..o 1,655,623
HUMAN SEIVICES. .. et et et e e e e e e e e 3,068
Culture and reCreation..........oove i i e e, 173,795
Total depreciation expense - governmental activities.................. $ 4,058,037

Business-Type Activities:

WaAtEr ANA SEWEN ... ...ttt et e e e e e e e, $ 240,404
CouNCil ON AQING. ..ottt e e e e 3,180
VetBraNS' MNK ... o e e e 8,666
RECIEALION. .. .ot e e e 3,742
Total depreciation expense - business-type activities.................. $ 255,992
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NOTE 5 — INTERFUND TRANSFERS
Interfund transfers for the fiscal year ended June 30, 2007, are summarized as follows:

Transfers In:

Water and Youth Veterans'
Capital Nonmajor Sewer Services Rink Recreation
General Borrowing Governmental Enterprise Enterprise Enterprise Enterprise
Transfers Out: Fund Fund Funds Fund Fund Fund Fund Total
General FUNd.........ccoovovvieiniieinae, $ - $ - $ 2691006 $ 5593112 $ 261446 $ 24734 $ 80,111 $ 8,650,409 (1)
Capital Borrowing Fund..................... - 70,807 280,000 - - - 350,807 (2)
Nonmajor Governmental Funds.......... 896,048 - 69,568 - - - - 965,616 (3)
TOtAl v $ 896,048 $ 70,807 $ 3,040574 $ 5593112 $ 261446 $ 24734 $ 80,111 $ 9,966,832

(1) Represents budgeted transfers from the general fund to support the enterprise funds and the fiscal 2007
capital tax levy, and fiscal stability nonmajor funds.

(2) Represents transfers within the capital borrowing fund and the fiscal 2007 capital levy funds.

(3) Represents budgeted transfers to the general fund from miscellaneous nonmajor funds. Also, represented are
transfers between miscellaneous nonmajor funds.

NOTE 6 — SHORT-TERM FINANCING

Short-term debt may be authorized and issued to fund the following:

e Current operating costs prior to the collection of revenues through issuance of revenue or tax anticipation
notes (RANS or TANS).

e Capital project costs and other approved expenditures incurred prior to obtaining permanent financing through
issuance of bond anticipation notes (BANS) or grant anticipation notes (GANS).

Short-term loans are general obligations and carry maturity dates that are limited by statute. Interest
expenditures and expenses for short-term borrowings are accounted for in the General Fund and Enterprise

Funds, respectively.

Detalils related to the short-term debt activity for the fiscal year ended June 30, 2007, is as follows:

Balance at Balance at
Rate June 30, Renewed/ Retired/ June 30,
Type Purpose (%) Due Date 2006 Issued Redeemed 2007
BAN School Construction...... 3.75% 7/20/2006 $ 4,939,048 $ - $ 4,939,048 $
BAN Symmes Property......... 5.25% 1/5/2007 11,920,000 - 11,920,000 -
BAN  Symmes Property......... 5.65% 8/30/2007 - 12,200,000 - 12,200,000
Total....veeienn $ 16,859,048 $ 12,200,000 $ 16,859,048 $ 12,200,000

On August 30, 2007, the Town issued a $5,227,000 BAN and a $1,268,000 taxable BAN for the Symmes
Property maturing on August 27, 2008 with an interest rate of 4.00% and 5.60% respectively. The proceeds of
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the BAN along with developer revenue received in FY2007 were used to retire the $12,200,000 BAN due on
August 30, 2007.

NOTE 7 — LONG-TERM DEBT

Under the provisions of Chapter 44, Section 10, Municipal Law authorizes indebtedness up to a limit of 5% of the
equalized valuation. Debt issued in accordance with this section of the law is designated as being "inside the
debt limit". In addition, however, debt may be authorized in excess of that limit for specific purposes. Such debt,

when issued, is designated as being "outside the debt limit".

Details related to the outstanding indebtedness at June 30, 2007, and the debt service requirements are as
follows:

Bonds and Notes Payable Schedule — Governmental Funds

Interest Outstanding Outstanding
Rate at June 30, at June 30,
Project (%) 2006 Issued Redeemed 2007
Municipal Purpose - 1997.................... 5.16 $ 870,000 $ - $ 315,000 $ 555,000
Municipal Purpose - 1997.................... 5.22 550,000 - 275,000 275,000
Municipal Purpose - 1999.................... 4.00 - 6.00 10,930,000 - 1,130,000 9,800,000
Municipal Purpose - 2000.................... 5.10 5,140,000 - 510,000 4,630,000
Municipal Purpose - 2002.................... 3.75-4.88 11,970,000 - 975,000 10,995,000
Municipal Purpose - 2003.................... 4.50 5,805,000 - 785,000 5,020,000
Municipal Purpose - 2004.................... 2.50-3.75 3,515,000 - 465,000 3,050,000
GOB Refunding - 2005................c..oe.e. 3.00 - 5.00 3,075,000 - 25,000 3,050,000
GOB Refunding - 2005................c..oe.e. 3.00 - 5.00 2,605,000 - 30,000 2,575,000
Municipal Purpose - 2005.................... 2.80-4.13 5,171,000 - 551,000 4,620,000
Municipal Purpose - 2006.................... 4.00 - 5.50 3,320,952 2,779,048 - 6,100,000
Total governmental bonds payable........ $ 52,951,952 $ 2,779,048 $ 5,061,000 $ 50,670,000

Town of Arlington, Massachusetts 45 Basic Financial Statements



Notes to Basic Financial Statements

Fiscal Year Ended June 30, 2007

Debt service requirements for principal and interest for Governmental bonds payable in future fiscal years are as

follows:
Principal Interest Total
2008............ $ 5,450,000 $ 2,576,457 $ 8,026,457
2009............ 4,990,000 2,491,530 7,481,530
2010............ 4,745,000 2,009,727 6,754,727
2011............ 4,510,000 1,662,306 6,172,306
2012............ 4,110,000 1,480,814 5,590,814
2013............ 3,885,000 1,304,604 5,189,604
2014............ 3,860,000 1,139,395 4,999,395
2015............ 3,835,000 976,245 4,811,245
2016............ 3,510,000 813,108 4,323,108
2017............ 3,440,000 649,018 4,089,018
2018............ 2,460,000 459,258 2,919,258
2019............ 1,445,000 338,740 1,783,740
2020............ 1,365,000 244,885 1,609,885
2021............ 1,355,000 182,842 1,537,842
2022............ 425,000 121,849 546,849
2023............ 415,000 65,076 480,076
2024............ 400,000 46,877 446,877
2025............ 235,000 29,223 264,223
2026............ 235,000 16,320,308 16,555,308
Totals........... $ 50,670,000 $ 32,912,262 $ 83,582,262
Bonds and Notes Payable Schedule — Water and Sewer Enterprise Fund
Interest Outstanding Outstanding
Rate at June 30, at June 30,
Project (%) 2006 Issued Redeemed 2007
Water Bond - MWRA.............coevnee. - $ 630,000 $ - $ 70,000 $ 560,000
Sewer Bond - MWRA.............ooeevenn. - 151,668 - 37,917 113,751
Sewer Bond - MWRA..............ccee e, - 15,840 - 3,960 11,880
Sewer Bond - MWRA............coocevenn. - 161,480 - 32,296 129,184
Sewer Bond - MWRA............cooeeennn. - 938,000 - 93,800 844,200
Sewer Bond - MWRA............ccocvvenn. - - 575,850 - 575,850
Municipal Purpose - 2006................... 4.00 - 5.50 - 2,000,000 - 2,000,000
Total enterprise fund bonds payable..... $ 1,896,988 $ 2,575,850 $237,973 $ 4,234,865

The Town is a member of the Massachusetts Water Resources Authority (MWRA) which offers its members
interest free loans for various purposes. During fiscal year 2007, the Town received an additional $575,850 from
this program in the form of a sewer bond. The MWRA bonds are repayable in either 5 or 10 equal annual

installments.
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Debt service requirements for the water and sewer enterprise fund bonds and notes payable in future fiscal years
are as follows:

Principal Interest Total
2008............ $ 553,143 $ 81,000 $ 634,143
2009............ 553,143 71,000 624,143
2010............ 553,143 62,250 615,393
2011............ 511,266 53,875 565,141
2012............ 478,970 45,625 524,595
2013............ 363,800 37,375 401,175
2014............ 363,800 29,125 392,925
2015............ 363,800 20,875 384,675
2016............ 293,800 12,625 306,425
2017............ 200,000 4,250 204,250
Totals........... $ 4,234,865 $ 418,000 $ 4,652,865

The Commonwealth has approved school construction assistance to the Town. The assistance program, which is
administered by the Massachusetts School Building Authority (MSBA), provides capital and interest expense
grants. These grants are paid either in lump sums or in installments over a multi-year period. During fiscal year
2007, $4,406,515 in lump sum payments and $2,621,540 in installment payments were received. The MSBA
completed their audits of all construction projects and has approved $28,966,926 of grants that will be received in
future fiscal years. Of this amount, $4,250,856 represents reimbursement of long-term interest costs, and
$24,716,070 represents reimbursement of approved construction costs. Accordingly, a $24,716,070
intergovernmental receivable and corresponding deferred revenue have been reported in governmental fund
financial statements. The net change in deferred revenue has been recognized as revenue in the conversion to
the government-wide financial statements.

In order to take advantage of favorable interest rates, the Town defeased certain general obligation bonds by
placing the proceeds of bonds in an irrevocable trust to provide for all future debt service payments on the
refunded bonds. As a result, the refunded bonds are considered to be defeased and the liability has been
removed from the statement of net assets. At June 30, 2007, approximately $4,240,000 of bonds outstanding
from the advance refunding is considered defeased.
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The Town is subject to various debt limits by statute and may issue additional general obligation debt under the
normal debt limit. At June 30, 2007, the Town had the following authorized and unissued debt:

Changes in long-term liabilities

Purpose Amount
Sewer and water facilities........... $ 6,333,204
Upgrade and repairs.................. 650,880
School construction................... 177,482
Suburban renewal..................... 1,375,000
Financing..........coooviiiiiiiinann . 30,900
Private ways.........coccceevevniennnn. 200,000
Departmental equipment............ 393,800
VehicleS......oovviii i 895,000
Field improvements................... 361,100
School improvements................ 595,000
Software.......cooooviviiiiiii 277,000
Total...ooovi v $ 11,289,366

During the fiscal year ended June 30, 2007, the following changes occurred in long-term liabilities:

Governmental Activities:
Long-Term Bonds and Notes......

Workers' Compensation.............

Compensated Absences............

Total governmental activities.......

Business-Type Activities:
Long-Term Bonds and Notes......
Compensated Absences............

Total business-type activities......

Beginning Ending Current

Balance Additions Reductions Balance Portion
.. $ 52,951,952 $ 2,779,048 $ (5,061,000) $ 50,670,000 $ 5,450,000
. 896,300 231,250 (474,550) 653,000 258,000
. 5,629,000 3,789,000 (3,883,000) 5,535,000 3,639,000
. $ 59,477,252 $ 6,799,298 $ (9,418,550) $ 56,858,000 $ 9,347,000
. $ 1,896,988 $ 2,575,850 $ (237,973) 4,234,865 $ 553,143
. 179,000 37,189 (133,189) 83,000 69,000
.. $ 2,075,988 $ 2,613,039 $ (371,162) $ 4,317,865 $ 622,143

NOTE 8 — STABILIZATION FUND

At June 30, 2007, the Town has $2,490,650 in a stabilization fund, which is classified as a special revenue fund
within the nonmajor governmental funds in the fund-based basic financial statements. The Town may use the
stabilization fund for general and/or capital purposes upon Town Meeting approval.
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NOTE 9 — TIP FEE STABLIZATION FUND

In accordance with Chapter 8 of the Acts of 1998 of the Commonwealth, the Town maintains a tip fee stabilization
Fund to account for proceeds from the sale of recycled materials; the sale of excess tonnage capacity of the
Town at the facility of WNAI, including the balance of such funds previously received; other receipts arising from
the sale of disposal of solid waste; and any funds appropriated by Town meeting for the purposes of this fund.

Town meeting may appropriate from the tip fee stabilization fund to fund any of the Town'’s financial obligations
associated with the existing solid waste agreement with WNAI, or a successor agreement, in association with
NESWC. In addition, to provide for extraordinary and unforeseen expenditures, the Town Manager, with the
approval of the Board of Selectmen and the Finance Committee, may expend up to 10% of the fund without
further appropriation. Beginning in the fiscal year commencing July 1, 2005, Town Meeting, by two-thirds vote,
may appropriate from the tip fee stabilization fund for any lawful purpose.

The Town has $3,723,911 in the tip fee stabilization fund at June 30, 2007, which is recorded as a special
revenue fund within the nonmajor governmental funds in the fund-based basic financial statements. The activity
of the fund in fiscal year 2007 consists of the following:

Fund balance at June 30, 2006................... $ 4,207,247
Investment income.............covviiiniiinen e, 196,664
Transfer to the general fund....................... (680,000)
Fund balance at June 30, 2007................... $ 3,723,911

NOTE 10 — FISCAL STABILITY STABILIZATION FUND
In accordance with Chapter 40, Section 5B of the General Laws of the Commonwealth, the Town has created a

fiscal stability stabilization fund to accumulate funds to be utilized for future municipal budget expenditures. The
Town transferred $4,479,519 into this fund in fiscal year 2007.

NOTE 11 — RISK FINANCING

The Town is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors
and omissions; and natural disasters for which the Town carries commercial insurance.

The Town is self-insured for its health insurance and workers’ compensation activities. These activities are
accounted for in the Town'’s general fund where revenues are recorded when earned and expenses are recorded
when the liability is incurred.
€) Health Insurance

The estimate of Incurred But Not Reported (IBNR) claims based on a one and a half month claims paid

average for six months prior to fiscal year-end. At June 30, 2007, the amount of the liability for incurred
but not reported health insurance claims totaled $2,015,663. The health claims payable of $1,522,663,
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reported on the balance sheet and statement of net assets, represents the IBNR, plus a $493,000

settlement of known claims for the fourth quarter of fiscal year 2007. This liability is the best estimate

based on available information. Changes in the reported liability since July 1, 2005, are as follows:
Current Year

Balance at Claims and Balance at
Beginning of Changes in Claims Fiscal
Fiscal Year Estimate Payments Year-End
Fiscal Year 2006........ $ 1,452,000 $ 8,761,962 $ (8,778,962) $ 1,435,000
Fiscal Year 2007........ 1,435,000 11,028,442 (10,447,442) 2,016,000

In fiscal year 2001, the Town established a retiree healthcare trust fund. The Town’s intention is to appropriate
money into the fund each year to stabilize future costs for the healthcare of retirees. The Town has $1,799,675 in
the fund at June 30, 2007, and is reported in the general fund in the fund-based basic financial statements.

(b) Workers’ Compensation
Workers’ compensation claims are administered by a third party administrator and are funded on a pay-
as-you-go basis from annual appropriations. The estimated future workers’ compensation liability is
based on history and injury type.
At June 30, 2007, the amount of the liability for workers’ compensation claims totaled $653,000. This
liability is the Town’s best estimate based on available information. Changes in the reported liability since

July 1, 2005, are as follows:

Current Year

Balance at Claims and Balance at
Beginning of Changes in Claims Fiscal
Fiscal Year Estimate Payments Year-End
Fiscal Year 2006........ $ 947,000 $ 430,366 $ (481,066) $ 896,300
Fiscal Year 2007........ 896,300 231,250 (474,550) 653,000

NOTE 12 — PENSION PLAN

Plan Description - The Town contributes to the System, a cost-sharing multiple-employer defined benefit pension
plan administered by the Arlington Contributory Retirement Board (Board). Substantially all employees are
members of the System, except for public school teachers and certain administrators who are members of the
Massachusetts Teachers Retirement System, to which the Town does not contribute. Pension benefits and
administrative expenses paid by the Teachers Retirement Board are the legal responsibility of the
Commonwealth. The amount of these on-behalf payments totaled $9,623,331 for the fiscal year ended June 30,
2007, and, accordingly, are reported in the general fund as intergovernmental revenues and pension
expenditures.

The System provides retirement, disability and death benefits to plan members and beneficiaries. Chapter 32 of
the MGL assigns authority to establish and amend benefit provisions of the plan. Cost-of-living adjustments
granted between 1981 and 1997 and any increase in other benefits imposed by the Commonwealth’s state law
during those years are borne by the Commonwealth and are deposited into the pension fund. Cost-of-living
adjustments granted after 1997 must be approved by the Arlington Contributory Retirement Board and are borne
by the System. The System issues a publicly available unaudited financial report in accordance with guidelines
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established by the Commonwealth’s PERAC. That report may be obtained by contacting the System located at
869 Massachusetts Avenue, Room 102, Arlington, Massachusetts 02476-4701.

At December 31, 2006, the System’s membership consists of the following:

ACHIVE MEMDEIS. ... e 712
INactive Members.........coviiii e 124
Retirees and beneficiaries currently receiving benefits...... 623
o] = | 1,459

Funding Policy - Plan members are required to contribute to the System at rates ranging from 5% to 11% of
annual covered compensation. The Town is required to pay into the System its share of the system-wide
actuarial determined contribution that is apportioned among the employers based on active current payroll.
Administrative expenses are funded through investment earnings. The current and two preceding fiscal years
apportionment of the annual pension cost between the two employers required the Town to contribute 96% of the
total. Chapter 32 of the MGL governs the contributions of plan members and the Town.

Annual Pension Cost - The Town’s contributions to the System for the fiscal years ended June 30, 2007, 2006,
and 2005 were $7,048,540, $6,779,875 and $6,434,791 respectively, which equaled its required contribution for
each fiscal year. At June 30, 2007, the Town did not have a net pension obligation. The required contribution
was determined as part of the January 1, 2006 actuarial valuation using the entry age normal actuarial cost
method. The actuarial assumptions included a 7.75% investment rate of return and projected salary increases of
4.75% per year. The actuarial value of the System's assets was determined using the fair value of the assets.
The System's unfunded actuarial accrued liability is being amortized as a level percentage of projected payroll on
a closed basis. The remaining amortization period at January 1, 2006, was 13 years.

Schedule of Funding Progress
(Dollar amounts in thousands)

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (A) (B) (B-A) (A/B) (©) ((B-A)/IC)
1/1/06 $ 123,490 $ 178,655 $ 55,165 69.1% $ 26,338 209.5%
1/1/05 112,721 173,251 60,530 65.1% 25,308 239.2%
1/1/04 103,154 167,816 64,662 61.5% 23,984 269.6%
1/1/03 94,182 157,330 63,148 59.9% 23,557 268.1%
1/1/02 111,128 153,452 42,324 72.4% 24,276 174.3%
1/1/01 121,539 145,054 23,515 83.8% 22,757 103.3%
1/1/00 115,627 143,325 27,698 80.7% 21,242 130.4%
1/1/99 106,185 136,093 29,908 78.0% 20,781 143.9%
1/1/98 96,318 127,057 30,739 75.8% 19,834 155.0%
1/1/96 72,300 111,700 39,400 64.7% 18,215 216.3%
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Noncontributory Retirement Allowance — The Town pays the entire retirement allowance for certain retirees who
are eligible for noncontributory benefits and are not members of the System. The general fund expenditure for
fiscal year 2007 totaled $176,026.

NOTE 13 — COMMITMENTS

Symmes Hospital Site

During fiscal year 2002, the Town appropriated and authorized to borrow $14 million to provide the Arlington
Redevelopment Board with funds for the purchase, operation, maintenance and development of the former
Symmes Hospital site, which is 18 acres in area and has two buildings, one of which is the former Symmes
Hospital. The Town operated the site with two major tenants occupying part of the former hospital building until
early 2005.

The Town conducted an extensive study of the potential re-use of the property, the Arlington Redevelopment
Board issued requests for proposals, and in February 2004 chose E. A. Fish Associates to purchase and
redevelop the property. The Redevelopment Board negotiated a Land Disposition Agreement in August 2004. At
the end of Fiscal 2005, the developer received two special permits it needs to redevelop the site. The special
permit on the residential portion of the site was appealed by some neighbors. The settlement of the appeal took
six months and reduced the size of the project from 255 units to 200 units. The terms of the sale have been
amended to reflect the smaller size. Total net expenditures were $12.2 million at the time of closing on the
property sale at the end of fiscal 2007. In August, 2007, the Town paid off half the indebtedness and refinanced
$6.5 million. The site will be redeveloped to accommodate residential units and a medical office building with
more than half the land area remaining in open space all according to the urban renewal plan adopted by Town
Meeting.

Reed’s Brook Site

In 1995, the Town Meeting voted to purchase a 20 acre parcel of land that had been used as a sanitary landfill up
until 1970. The Town subsequently purchased an abutting 2 acres of land and voted to create a park on the site.
The first phase of the project which consisted of extensive storm drain improvements and the moving of 90,000
cubic yards of material was completed in the fall of 2002. The second phase of the project which included the
construction of playing fields and landscaping was essentially completed in September 2004. The parks walking
paths have been available for use while the landscape materials matured. The tot lot structures were installed by
the community in September 2005 and the playing fields were put into service in 2006. Because of the
reconstruction by Mass Highway of Summer Street (Rte. 2A) in front of the park, the edge remains unfinished. As
soon as Mass Highway proceeds with the reconstruction project, the final part of the park will be completed.

The total project cost is nearly $7.5 million of which the Town has supplied $4.78 million. The remaining funds
were supplied by grants from the Massachusetts Highway Department ($678,316), Federal Emergency
Management Administration ($754,457) and Federal Community Development Block Grant ($1,284,500).

NOTE 14 — CONTINGENCIES

The Town participates in a number of federal award programs. Although the grant programs have been audited
in accordance with the provisions of the Single Audit Act Amendments of 1996 through June 30, 2007, these
programs are still subject to financial and compliance audits. The amount, if any, of expenditures which may be
disallowed by the granting agencies cannot be determined at this time, although it is expected such amounts, if
any, to be immaterial.
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Various legal actions and claims are pending. Litigation is subject to many uncertainties, and the outcome of
individual litigated matters is not always predictable. Although the amount of liability, if any, at June 30, 2007,
cannot be ascertained, management believes any resulting liability should not materially affect the financial
position at June 30, 2007.

NOTE 15 — IMPLEMENTATION OF NEW GASB PRONOUNCEMENTS
During fiscal year 2007, the following GASB pronouncements were implemented:
e The GASB issued Statement #43, Financial Reporting for Postemployment Benefit Plans Other Than

Pension Plans, which is required to be implemented in fiscal year 2007. The standards in this statement
do not impact the basic financial statements.

e The GASB issued Statement #48, Sales and Pledges of Receivables and Future Revenues and Intra-
Entity Transfers of Assets and Future Revenues, which is required to be implemented in fiscal year 2008.
Management has elected to implement this GASB early. The basic financial statements were not
impacted by this GASB.

e The GASB issued Statement #49, Accounting and Financial Reporting for Pollution Remediation
Obligations, which is required to be implemented in fiscal year 2008. Management has elected to
implement this GASB early. The basic financial statements were not impacted by this GASB.

e The GASB issued Statement #51, Accounting and Financial Reporting for Intangible Assets, which is
required to be implemented in fiscal year 2010. Management has elected to implement this GASB early.
The basic financial statements were not impacted by this GASB.

Future Implementation of GASB Pronouncements:

e The GASB issued Statement #45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions, which is required to be implemented in fiscal year 2009. Management
expects that this pronouncement will require additional disclosure and impact the basic financial
statements.

e The GASB issued Statement #50, Pension Disclosures—an amendment of GASB Statements No. 25 and
No. 27, which is required to be implemented in fiscal year 2008. This GASB will change the disclosures
related to pensions.
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GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL

FISCAL YEAR ENDED JUNE 30, 2007

Amounts Current Year
Carried forward Initial Original Final
From Prior Year Budget Budget Budget
REVENUES:
Real estate and personal property taxes,
net of tax refuNdS.........covivieie e $ - $ 75,583,426 $ 75,583,426 $ 75,583,426
Tax HeNS. ..o - - - -
Motor vehicle and other excise taxXxesS..........coovvevviiiiiieiininnnn. - 3,710,106 3,710,106 3,710,106
HOEI/MOTE] 18X ... ettt ittt et - 116,403 116,403 116,403
Intergovernmental......... ..o - 17,794,567 17,794,567 18,137,930
Departmental and other...............ooooiiiiiiiiiii - 3,472,515 3,472,515 3,472,515
INVESIMENt INCOME......iviiiiii i - 863,000 863,000 863,000
TOTAL REVENUES ... - 101,540,017 101,540,017 101,883,380
EXPENDITURES:
Current:
General QOVEIMMENT.........oiuiie ittt 244,726 4,219,997 4,464,723 4,147,993
Community developmeNnt...........uuueiiii e 37,201 657,188 694,389 694,291
Property and natural reSOUrCeS...........coeeveeieeieiieiiaiiee e 76,920 1,745,980 1,822,900 1,852,601
PUDIIC SAfety...... ittt 36,705 11,484,889 11,521,594 11,977,880
EdUCAtION. ...t 4,598,025 38,212,978 42,811,003 42,850,449
PUBIC WOTKS. ... 647,371 6,049,244 6,696,615 6,537,487
HUMAN SEIVICES. .. .ui ittt e e e e e e e e 4,205 685,458 689,663 751,482
LIDrary....oo oo 10,767 1,766,163 1,776,930 1,798,702
Pension DENETItS. .. .o - 6,496,453 6,496,453 6,496,453
Employee benefits...........oooi i 22,980 14,415,083 14,438,063 14,236,083
Claims and Judgments..........ccooi oo - - - -
State and COUNtY Charges. .. ... ....uvuuiurieriitiitiiniitiineeiaeieeieenens - 2,605,385 2,605,385 2,605,385
Debt service:
Principal.......coooi i - 5,061,000 5,061,000 5,061,000
MBS . e 175,805 2,535,457 2,711,262 2,535,457
TOTAL EXPENDITURES. ..ottt 5,854,705 95,935,275 101,789,980 101,545,263
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES.........cooiiiiiiiii e, (5,854,705) 5,604,742 (249,963) 338,117
OTHER FINANCING SOURCES (USES):
Premium from issuance of bonds..............ccooviiiiiiiiiiiniiin s - 10,000 10,000 10,000
Transfersin........cccocoeevieiiinnn. - 927,293 927,293 937,298
Transfers out - (9,323,867) (9,323,867) (9,667,230)
TOTAL OTHER FINANCING SOURCES (USES).............. - (8,386,574) (8,386,574) (8,719,932)
NET CHANGE IN FUND BALANCES.........oiiiiiiiiiiee e (5,854,705) (2,781,832) (8,636,537) (8,381,815)
FUND BALANCES AT BEGINNING OF YEAR.........ccociviienannn 11,503,160 11,503,160 11,503,160 11,503,160
FUND BALANCES AT END OF YEAR ...ttt $ 5,648,455 $ 8,721,328 $ 2,866,623 $ 3,121,345

See notes to required supplementary information.

Town of Arlington, Massachusetts 56 Basic Financial Statements



Actual Amounts Variance
Budgetary Carried Forward to Final
Amounts To Next Year Budget

$ 76,157,976 $ - $ 574,550
219,142 - 219,142
4,021,994 - 311,888
130,278 - 13,875
18,490,500 - 352,570
3,559,283 - 86,768
1,479,578 - 616,578
104,058,751 - 2,175,371
3,531,923 505,434 110,636
689,678 3,166 1,447
1,695,298 42,392 114,911
11,937,613 35,696 4,571
38,913,733 3,872,193 64,523
6,026,841 592,223 (81,577)
734,129 - 17,353
1,796,912 714 1,076
6,452,889 1,266 42,298
13,672,634 21,291 542,158
96,000 - (96,000)
2,579,291 - 26,094
5,061,000 - -
2,489,826 45,631 -
95,677,767 5,120,006 747,490
8,380,984 (5,120,006) 2,922,861
- - (10,000)

937,298 - -
(9,274,182) - 393,048
(8,336,884) - 383,048
44,100 (5,120,006) 2,539,813
11,503,160 - -
$ 11,547,260 $ (5,120,006) $ 2,539,813
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Notes to Required Supplementary Information Fiscal Year Ended June 30, 2007

NOTE A — BUDGETARY BASIS OF ACCOUNTING

A. Budgetary Information

Municipal Law requires the adoption of a balanced budget that is approved by the Finance Committee
(Committee). The Committee presents an annual budget to the Representative Town Meeting, which includes
estimates of revenues and other financing sources and recommendations of expenditures and other financing
uses. The Town, which has full authority to amend and/or reject the budget or any line item, adopts the
expenditure budget by majority vote at the Annual Town Meeting. Changes subsequent to the approved annual
budget require majority vote at a Special Town Meeting.

The majority of the Town’s appropriations are non-continuing, which lapse at the end of each fiscal year. Others
are continuing appropriations for which the governing body has authorized that an unspent balance from a prior
fiscal year be carried forward and made available for spending in the current fiscal year. These carry forwards
are included as part of the subsequent fiscal year’s original budget.

Generally, expenditures may not exceed the legal level of spending (salaries, expenses and capital) authorized
for an appropriation account. However, the payment of debt service is statutorily required, regardless of whether
such amounts are appropriated. Additionally, expenditures for disasters, natural or otherwise, and final judgments
may exceed the level of spending authorized by two-thirds majority vote at a special town meeting.

The Town adopts an annual budget for the general fund in conformity with the guidelines described above. The
fiscal year 2007 original budget includes approximately $105.3 million in current year authorized appropriations
and other amounts to be raised and $5.9 million in encumbrances and appropriations were carried over from
previous fiscal years.

The Town Comptroller has the responsibility to ensure that budgetary control is maintained in the manner in which
the appropriations were voted at Town Meeting. Budgetary control is exercised through the Town'’s accounting
system.

B. Budgetary — GAAP Reconciliation

For budgetary financial reporting purposes, the Uniform Municipal Accounting System basis of accounting
(established by the Commonwealth) is followed, which differs from the GAAP basis of accounting. A
reconciliation of budgetary-basis to GAAP-basis results for the general fund for the fiscal year ended June 30,
2007, is presented as follows:
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Net change in fund balance, budgetary basis......................... $ 44,100

Perspective difference:
Activity of health insurance, municipal building insurance
and retirees health care trust recorded in the general fund
FOr GAAP . (161,360)

Basis of accounting differences:

Recognition of expenditures on modified accrual basis.......... 1,127,983
Recognition of revenue for on-behalf payment...................... (9,623,331)
Recognition of expenditure for on-behalf payment................. 9,623,331

Excess of revenues and other financing sources
Net change in fund balance, GAAP basis.............ccoovvieeinnnns $ 1,010,723

C. Appropriation Deficits

During fiscal year 2007, general fund expenditures exceeded budgeted appropriations for public works and claims
and judgments. These deficits will be funded through fiscal year 2008 real estate taxes and with available funds.
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